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at 1,500 million pesetas. In 1921 when the charter was renewed,
the maximum issue was fixed at 5,000 million pesetas in normal
times, but the Government was given the right to increase it to
6,000 millions if special conditions required it. A reserve of
45 per cent., 40 per cent, in gold, was required for the first
4,000 million pesetas of notes, and of 60 per cent., 50 per cent,
in gold, for the remainder.

The Bank of Spain's control of the credit currency during the
nineteenth century, was very weak, It was continually under
pressure from the Government for loans. No effort was made
to use the discount rate effectively, and during the Spanish-
American War of 1898 there was serious inflation. Several
efforts were made to frame a plan for a return to the metallic
standard after the war ceased, but although inflation came to
an end and the value of the peseta rose sufficiently for the
silver tokens, which had the high silver content of the Latin
Union standard, to circulate, free conversion into gold was not
restored. In 1913 the peseta almost reached par with the gold
unit, and during the war its value actually rose above par, but
it depreciated later.

The United States

Banking in the United States began in the eighteenth century
long before the War of Independence, in much the same manner
as in European countries. Some of the banks were joint-stock
banks, most of them issued notes, and the knowledge of sound
banking principles amongst their managers was at least as rare
as in other countries. The history of the modern American
system, however, begins in reality with the foundation of the
Bank of Pennsylvania during the War of Independence. In
1781 a Bank of North America was projected to take over an
issue of notes which had been made by citizens of Philadelphia
upon the security of a fund of foreign currency subscribed by
them towards financing the war. Doubts regarding the power
of Congress to grant the Bank a charter prompted it to secure
one from the State of Pennsylvania and it became the Bank of
Pennsylvania. Its notes had a wide circulation, the issue was